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REPORT  OF  THE  ASSISTANT  DIRECTOR  GENERAL  OF 
RAILROADS  FOR  THE  CALENDAR  YEAR  1935 


United  States  Railroad  Administration, 

Washington ,  D.  C.,  January  15,  1936 . 
Hon.  Henry  Morgenthau,  Jr., 

Director  General  of  Railroads , 

Washington,  D .  C. 

Sir:  I  beg  to  herewith  submit  my  report  as  Assistant  Director 
General  of  Railroads  for  the  calendar  year  1935: 

I.  Collections  From  Carriers 

LAP-OYER  ITEMS 

During  the  year  there  was  collected  the  sum  of  $44.49,  representing 
lap-over  items  which  consisted  of  revenue  and  expenses  applying  to 
the  Federal  control  period. 

FEDERAL  INCOME-TAX  REFUNDS 

Under  the  terms  of  the  Federal  Control  Act  and  the  standard 
contract  with  the  carriers,  the  Director  General  paid  2  percent  of  all 
Federal  income  tax  assessed  against  the  carriers  under  his  control. 
Subsequently,  the  Board  of  Tax  Appeals  held  that  said  2  percent  paid 
by  him  should  not  have  been  assessed  against  either  the  carriers  or 
the  Director  General.  As  a  result  of  this  decision,  adjustments  are 
now  being  made  between  the  parties. 

During  the  year,  settlement  of  six  of  the  unadjusted  claims  of  car¬ 
riers  under  Federal  control  of  approximately  $2,400,000,  as  reported 
in  section  I  of  the  1934  report,  resulted  in  the  Comptroller  General  of 
the  United  States  withholding  and  crediting  to  the  Director  General’s 
appropriation  styled  “Federal  control  of  transportation  systems”,  the 
sum  of  $193,627.34,  in  accordance  with  existing  arrangements. 

The  claim  of  $97,708.56  against  the  Director  General,  as  reported 
in  section  I  of  the  1934  report,  is  still  pending.  The  claimant  held  the 
matter  in  abeyance  until  several  days  ago  when  the  attorney  requested 
a  conference  with  respect  to  a  settlement  of  said  claim.  It  is  hoped 
that  it  will  be  disposed  of  in  1936  without  any  payment  being  made 
by  the  Director  General. 

The  other  claim  of  $60,712.02,  mentioned  in  the  same  section  of  the 
1934  report,  was  disposed  of  during  the  past  year  without  any  pay¬ 
ment  being  made  by  the  Director  General. 

There  is  now  pending  in  the  Bureau  of  Internal  Revenue,  before  the 
United  States  Board  of  Tax  Appeals,  and  in  the  United  States  courts, 
claims  and  suits  involving  Federal  income  taxes  applicable  to  the 
period  of  Federal  control  of  approximately  43  railroad  companies  and 
106  subsidiaries.  The  Director  General  has  an  equity  of  about 
$1,900,000  in  these  claims  and  suits  and  when  they  are  settled  approxi- 
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mately  this  sum  will  be  withheld  from  settlement  with  the  carriers 
by  the  Comptroller  General  of  the  United  States  and  credited  to  the 
Director  General's  appropriation.  When  such  settlements  are  made 
it  is  possible  that  other  claims  of  the  Director  General  may  be  de¬ 
veloped  against  the  carriers  involving  income  taxes  of  subsidiary 
companies  which  were  not  under  Federal  control,  but  which  were 
included  in  consolidated  tax  returns  of  federally  controlled  carriers, 
in  which  event  collection  of  additional  amounts  may  be  made. 

COLLECTIONS  OF  EQUIPMENT  TRUST  NOTES 

During  the  year  there  was  collected  and  applied  against  the  prin¬ 
cipal  of  these  securities  the  sum  of  $33,600,  which  amount  was  credited 
to  the  Director  General's  funds. 

COLLECTIONS  ON  RECEIVER'S  CERTIFICATES 

During  the  year  there  was  collected  and  applied  against  the  prin¬ 
cipal  of  these  certificates  the  sum  of  $1,000,  which  amount  was 
credited  to  the  Director  General's  funds. 

INTEREST  AND  DIVIDENDS  RECEIVED 

There  was  collected  during  the  year  interest  on  equipment  trust 
notes  and  receiver’s  certificates,  and  dividends  on  preferred  stock, 
the  sum  of  $16,049.89,  which  amount  was  credited  to  the  Director 
General's  funds. 

II.  Railway  Express  Agency,  Inc. 

After  the  termination  of  Federal  control,  arrangements  were  made 
by  the  Director  General  with  the  American  Railway  Express  Co. 
(succeeded  on  Mar.  1,  1929  by  the  Railway  Express  Agency,  Inc.), 
whereby  it  undertook  to  liquidate  all  transactions  arising  out  of 
Federal  control  pertaining  to  the  operations  of  that  period. 

A  fund  was  established  entitled  “ American  Railway  Express  Co., 
trustee  for  the  Director  General  of  Railroads”,  for  the  purpose  of 
liquidating  such  transactions.  In  1933  the  liquidation  had  reached 
the  stage  where  it  appeared  that  the  trustee  account  could  be  closed 
and,  as  reported  in  section  II  of  the  report  for  1933,  an  agreement 
dated  September  15  of  that  year  was  executed  by  the  Director 
General  and  the  Express  Agency,  under  which  the  balance  of  the  fund, 
$32,206.06,  was  paid  to  the  Director  General.  Said  agreement  also 
contains  provisions  for  the  settlement  between  the  parties  of  items 
relating  to  Federal  control  which  may  arise  in  the  future. 

During  the  year,  unpaid  drafts  outstanding,  which  were  issued 
during  Federal  control  by  the  predecessor  company,  were  presented, 
upon  which  the  Director  General  paid  the  sum  of  $68.53.  No 
collections  were  made  during  the  year. 

Efforts  were  continued  with  respect  to  the  collection  of  the  sum  of 
$1,161.91,  due  by  two  exemployees  of  the  predecessor  company 
arising  out  of  shortages  in  their  accounts.  We  were  unsuccessful  in 
collecting  any  amount  from  either  of  them,  and  there  is  some  doubt 
as  to  their  solvency  and  ability  to  make  further  payments.  Upon 
advice  received  from  the  Express  Agency,  it  is  believed  that  no 
success  would  result  from  suing  the  parties  because  of  the  lack  of 
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sufficient  evidence,  consequently,  these  items  will  be  canceled  in  1936 
if  it  then  appears  that  collections  cannot  be  made. 

III.  Employees’  Compensation  Awards 

On  January  1,  1935,  the  aggregate  unmatured  liability  of  six  awards 
of  various  State  commissions  to  employees  and/or  dependents,  grow¬ 
ing  out  of  injuries  to,  or  death  of,  employees  resulting  from  accidents 
in  the  performance  of  their  duties  during  the  period  of  Federal 
control,  amounted  to  $14,050.66. 

Regular  monthly  and  semimonthly  payments  aggregating  $1,140.02 
were  made  to  the  six  beneficiaries,  and  an  overaccrual  of  $5.94  in 
the  amount  of  the  liability  in  a  case  which  expired  during  the  year 
was  credited  to  profit  and  loss. 

During  the  year  four  awards  expired,  leaving  on  December  31, 
1935,  two  awards  outstanding  on  which  the  unmatured  liability 
amounts  to  $12,904.70.  Of  these  two  awards,  one  will  expire  in  1936 
and  one  in  1952. 

The  case  of  R.  H.  Wood,  alias  C.  H.  Stanley,  reported  in  section 
III,  page  4,  of  the  report  of  1934,  was  settled  by  the  payment  of  a 
lump  sum  of  $1,500.  This  settlement  was  made  after  considerable 
investigation  had  been  conducted  by  the  general  solicitor  for  the 
Chicago,  Burlington  &  Quincy  Railroad  Co.  with  reference  to  whether 
the  claimant  had  been  employed  during  the  time  since  his  disappear¬ 
ance  in  the  latter  part  of  1923,  afterwhich  periodical  payments  awarded 
to  him  by  the  Industrial  Commission  of  Illinois  could  not  be  made 
because  his  whereabouts  was  unknown.  Sufficient  proof  of  his  employ¬ 
ment  or  his  ability  to  earn  a  livelihood  could  not  be  obtained  by  the 
general  solicitor  and,  upon  his  recommendation,  the  settlement  was 
made  in  the  amount  above  stated  after  approval  by  the  Industrial 
Commission  of  Illinois  and  an  order  of  the  judge  of  the  county  court  of 
Knox  County,  Ill. 

CANADIAN  COMPENSATION  AWARDS 

By  contract  between  the  Director  General  of  Railroads  and  the 
Michigan  Central  Railroad  Co.,  that  part  of  the  company’s  lines 
extending  into  the  Dominion  of  Canada  was  operated  by  the  Director 
General  during  the  period  of  Federal  control.  Under  the  Canadian 
law  governing  the  payment  of  compensation  in  cases  of  death  or 
injury  from  accidents  to  employees  while  performing  their  duties, 
the  employer  is  required  to  deposit  with  the  Workmen’s  Compensa¬ 
tion  Board  an  amount,  based  upon  annuity  tables,  sufficient  to  pay 
the  compensation  by  periodical  payments.  This  fund  is  invested  by 
the  Compensation  Board,  the  income  therefrom  is  added  to  the 
principal  amount  deposited,  and  payments  are  made  by  said  Board 
from  this  fund  to  the  beneficiaries.  The  employers  have  no  further 
action  to  take  in  such  matters  unless  and  until  the  fund  proves  to  be 
insufficient,  under  which  circumstances  the  employers  are  required 
to  make  further  deposits.  During  the  period  of  Federal  control  a 
number  of  employees  were  injured  while  employed  on  the  Michigan 
Central  Railroad  in  Canada  and  were  awarded  compensation,  con¬ 
sequently,  the  Director  General  was  required  to  make  sufficient 
deposits  to  pay  the  awards. 
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On  January  1,  1935,  the  balance  in  this  fund  amounted  to  $33,- 
822.92.  Interest  amounting  to  $1,758.15  was  added  to  the  fund  and 
payments  to  10  beneficiaries,  aggregating  $3,186,  were  made  there¬ 
from,  leaving  a  balance  on  deposit  on  January  1,  1936,  of  $32,395.07. 
There  has  been  filed  two  claims  against  the  Board  for  refund  of 
approximately  $6,700,  representing  the  unpaid  balance  and  interest 
remaining  on  deposit  on  account  of  two  beneficiaries,  one  of  whom 
disappeared  in  1924,  and  has  not  been  heard  from,  and  because  of 
the  death  of  the  other. 

IV.  Pending  Litigation 

SUITS  AGAINST  THE  DIRECTOR  GENERAL 

Suits  reported  by  carriers. — On  January  1,  1935,  there  were  pending 
against  the  Director  General  three  suits  reported  by  carriers  in  which 
the  amount  claimed  aggregated  $26,959.54.  Of  these,  two  aggregating 
$8,228.55  have  been  finally  disposed  of  at  a  total  cost  (including  court 
costs)  of  $4,674.31.  On  December  31,  1935,  there  was  pending  one 
suit,  the  amount  claimed  being  the  sum  of  $18,730.99. 

SUITS  BY  THE  DIRECTOR  GENERAL 

On  January  1,  1935,  there  were  pending  two  suits  instituted  by  the 
Director  General  involving  claims  in  the  total  amount  of  $340,937.81. 
Of  these,  one  amounting  to  $325.31  was  disposed  of  by  the  collection 
of  $100.  On  December  31,  1935,  there  was  one  suit  pending  involving 
$340,612.50. 

Bankruptcy  and  receivership. — On  January  1,  1935,  there  were  22 
claims  pending  in  bankruptcy  and  receivership  proceedings,  aggre¬ 
gating  $272,807.13,  and  an  adjustment  of  $103,902.63  was  made 
increasing  the  total  amount  to  $376,709.76.  During  the  year,  two 
claims  amounting  to  $536.34  were  disposed  of  through  the  discharge 
of  bankrupts  or  termination  of  receiverships,  resulting  in  the  collection 
of  $44.62.  There  were  pending  20  of  such  claims  on  December  31, 
1935,  in  which  the  amount  due  was  $376,173.42.  They  cannot  be 
closed  until  bankruptcy  and  receivership  proceedings  in  each  case  are 
concluded. 

Judgments  in  javor  of  the  Director  General. — On  January  1,  1935, 
there  were  168  judgments  outstanding  in  favor  of  the  Director  Gen¬ 
eral  in  which  the  amount  due  was  $112,727.96,  and  during  the  year 
2  additional  judgments  were  entered  in  his  favor  for  $2,829.41, 
bringing  the  total  number  of  such  judgments  to  170  in  which  the 
amount  due  was  $115,557.37.  Of  such  judgments,  21  involving 
$5,617.05  were  disposed  of  by  the  running  of  statutes  of  limitations 
and  collections  of  $45.33.  Some  of  these  judgments  expired  by  limi¬ 
tation  without  any  improvement  in  the  financial  condition  of  the 
debtors,  and  upon  thorough  investigation  others  were  found  to  be 
execution  proof.  On  December  31,  1935,  there  remained  149  unsatis¬ 
fied  judgments  in  which  the  amount  due  is  $109,940.32. 

Claims  in  favor  of  the  Director  General  not  in  suit.- — Because  of  the 
lack  of  substantial  evidence  and  for  other  reasons  the  Director  Gen¬ 
eral  did  not  institute  suits  on  certain  claims  in  his  favor.  On  January 
1, 1935,  there  were  31  of  these  claims  in  the  total  amount  of  $16,073.49* 
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and  an  adjustment  of  $2,373.73  was  made,  increasing  the  total 
amount  to  $18,447.22.  Four  of  these  claims  amounting  to  $11,706.07 
were  disposed  of.  The  total  collections  on  this  class  of  claims  were 
$500.36.  On  December  31,  1935,  there  were  outstanding  27  of  such 
claims,  aggregating  $6,741.15,  of  which  26  amounting  to  $4,838.93 
are  against  insurance  companies  now  in  the  process  of  liquidation. 
Partial  payments  thereon  are  being  received  from  time  to  time  from 
State  insurance  commissioners. 

V.  Miscellaneous  Matters 

CLAIMS  FOR  LIBERTY  LOAN  BOND  PAYMENTS 

On  January  1,  1935,  seven  claims  of  this  character  were  being 
investigated.  During  the  year  50  additional  claims  were  presented 
for  refund  of  installments  paid  on  subscriptions  for  Liberty  Loan 
bonds  made  by  employees  of  carriers  during  Federal  control;  38  of 
these  claims  were  investigated  and  $698.10  paid  to  the  claimants. 
It  developed  that  9  claims  were  improper  and  payment  was  declined, 
leaving  10  claims  undergoing  investigation  on  December  31,  1935. 

* 

claims  for  unpaid  wages  and  back  pay 

On  January  1,  1935,  13  claims  of  this  character  were  being  investi¬ 
gated.  During  the  year  122  additional  claims  were  presented  for  the 
payment  of  unclaimed  wages  and/or  back  pay  earned  by  employees 
of  carriers  during  Federal  control.  Investigation  developed  that  67 
of  these  claims  were  proper  and  $1,299.76  was  paid  to  the  claimants. 
It  developed  that  49  claims  were  improper  and  payment  was  declined, 
leaving  19  claims  undergoing  investigation  on  December  31,  1935. 

miscellaneous  claims 

On  January  1,  1935,  one  claim  for  refund  of  passenger  fare  was  being 
investigated.  During  the  year  14  claims  representing  overcharge  and 
passenger  fare  refund  drafts  were  presented.  It  developed  that  seven 
claims  were  proper  and  $52.07  was  paid  to  the  claimants  and  eight 
claims  were  found  to  be  improper  for  which  payment  was  declined. 
No  such  claims  remain  on  hand  at  December  31,  1935. 

The  Director  General  has  a  claim  against  J.  F.  Reddy  for  transpor¬ 
tation  charges  of  $1,025.56,  which  formerly  was  considered  to  be 
worthless.  It  developed  that  Mr.  Reddy  has  a  claim  against  the 
Government,  arising  under  the  War  Minerals  Relief  Act,  which  is 
pending  in  the  Department  of  the  Interior.  Accordingly,  arrange¬ 
ments  have  been  made  with  the  Commissioner,  War  Minerals  Relief, 
whereby  the  Director  General’s  claim  will  be  protected  when  settle¬ 
ment  of  Mr.  Reddy’s  claim  is  effected. 

Another  claim  of  this  character  arose  during  the  year  against  the 
Gloria  Mining  Co.  in  the  amount  of  $825.79.  An  award  was  made  by 
the  Commissioner,  War  Minerals  Relief,  in  the  amount  of  $8,020.46, 
and  a  certificate  of  settlement  has  been  issued  by  the  Comptroller 
General  of  the  United  States  in  accordance  with  which  the  amount 
of  $825.79  will  be  paid  to  the  Director  General’s  funds  after  Congress 
has  appropriated  funds  for  the  purpose  of  paying  the  award. 
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STATE  AND  COUNTY  TAXES 

The  final  settlement  agreements  between  the  Director  General  and 
the  carriers  formerly  under  Federal  control  excluded  the  settlement  of 
taxes  between  the  parties  and  provided  that  certain  taxes  applicable 
to  the  Federal  control  period  would  be  settled  between  the  parties. 
During  the  year  there  was  collected  the  sum  of  $1,676.19,  and  there 
is  now  pending  a  further  claim  in  favor  of  the  Director  General  of 
approximately  $150. 

There  was  paid  by  the  Director  General  $10.61  taxes  on  160  acres 
of  land  in  Bingham  County,  Idaho,  title  to  which  is  held  for  account 
of  the  Director  General.  The  land  was  acquired  in  connection  with 
the  settlement  of  a  shortage  in  the  accounts  of  a  station  agent  during 
Federal  control. 

MISCELLANEOUS  COLLECTIONS 

During  the  year  miscellaneous  collections  aggregating  $767.02  were 
made,  representing  amounts  due  from  the  public  covering  transporta¬ 
tion  charges,  refund  of  telephone  charges,  Pullman  fare,  bond  premium, 
and  salary  adjustment. 

DISPOSITION  OF  USELESS  PAPERS 

Under  date  of  March  20,  1934,  the  Joint  Committee  on  Disposition 
of  Useless  Executive  Papers,  Seventy-third  Congress,  second  session, 
rendered  its  report,  no.  1026,  authorizing  the  sale  or  other  disposition 
of  useless  papers  in  the  Railroad  Administration  which  are  not  needed 
and  have  no  permanent  value  or  historical  interest.  As  of  December 
31,  1935,  approximately  90  percent  of  such  papers  had  been  disposed 
of  by  sale,  the  amount  realized  being  $560.75,  which  is  being  held  in 
account  until  final  disposition  of  all  useless  papers  has  been  made. 
This  work  will  be  continued  during  the  year  1936.  Such  records  as 
will  be  permanently  retained  will  be  classified  and  recommendation 
made  for  their  disposition. 

OFFICE  FURNITURE  AND  EQUIPMENT 

Furniture  and  equipment  at  cost  of  $12,468.31  was  transferred 
during  the  year  to  the  Procurement  Division  of  the  Treasury  Depart¬ 
ment,  and  $340  worth  in  our  former  regional  office  at  New  York  was 
disposed  of  by  sale.  Such  equipment  on  hand  at  December  31,  1935, 
is  carried  at  original  cost  of  $21,251.82. 

VI.  Finances 

CASH 

Receipts  and  expenditures. — Total  receipts  for  the  year  were  $247,- 
014.72,  and  disbursements  $42,491.06,  or  net  receipts  of  $204,523.66. 

Disbursements  for  the  year  were  $143,105.43  less  than  in  the  pre¬ 
ceding  year,  and  represented  17.2  percent  of  the  total  receipts. 

Cash  and  appropriation  balances. — At  the  close  of  business  Decem¬ 
ber  31,  1935,  the  Director  General’s  cash  and  appropriation  balances 
aggregated  $1,825,885.98,  which  will  be  well  in  excess  of  the  cost  of 
final  liquidation. 
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Receipts  and  expenditures ,  calendar  year  1935 

.Receipts: 

Balance,  Jan.  1,  including  unrequsitioned  appropriated  funds.  $1,621,362.  32 


Collection  of  principal  on  obligations  of  carriers _  34,  600.  00 

Collection  of  interest  and  dividends  on  obligations  of  carriers.  _  16,  049.  89 

Income  taxes  of  Federal  carriers  repaid  by  Treasury _  193,  627.  34 

Collection  of  miscellaneous  claims  referred  to  Washington  from 
field,  including  transportation  charges,  under  charges,  etc.  _  690.  31 

Collection  of  special  franchise  taxes  paid  by  Federal  carriers _  1,  676.  19 

Sales  of  waste  paper _  236.  79 

Bills  collectible _  132.  75 

Miscellaneous _  1.  45 


Total  receipts _  247,  014.  72 


Grand  total _  1,  868,  377.  04 


Expenditures: 

Judgments,  decrees,  and  awards _  4,  053.  29 

Suits  against  Director  General  compromised _  119.  03 

Cost  of  litigation: 

Suits  against  Director  General _  2,  281.  63 

Suits  and  claims  by  Director  General _  4,  932.  96 

Employees’  compensation  liability  awards _  1,  140.  02 

Administration  pay  rolls _ _  25,  238.  48 

Other  administration  expenses,  materials  and  supplies,  etc _  1,  001.  60 

Payments  account  overcharge,  personal  injury,  and  loss  and 

damage  claims _  1,  616.  55 

Claims  for  unpaid  wages,  back-pay  awards,  and  Liberty  bond 

subscription  refunds _  2,  092.  84 

Miscellaneous _  14.  66 


Total  expenditures _  42,  491.  06 

Balance,  Dec.  31,  including  unrequisitioned  appropriated  funds. _  1,  825,  885.  98 


Grand  total _  1,  868,  377.  04 


SECURITIES 

Obligations  of  carriers  formerly  under  Federal  control — Section  207 , 
Transportation  Act ,  1920. — The  securities  acquired  under  this  act 
and  held  on  January  1,  1935,  aggregated  $5,219,500.  No  changes 
have  occurred  in  these  securities  during  the  year. 

Act  of  November  19,  1919. — Equipment  trust  notes  acquired  under 
this  act  and  held  on  January  1,  1935,  amounted  to  $33,600.  During 
the  year  the  fifteenth,  and  final,  serial  note  in  the  amount  of  $33,600 
matured  and  was  paid,  leaving  none  on  hand  at  the  end  of  the  year. 

Miscellaneous  securities — Section  202,  Transportation  Act,  1920. — • 
These  securities  issued  by  non-Federal  railroads  and  companies  for 
indebtedness  such  as  freight  charges,  undercharges,  interline  balances, 
etc.,  and  held  on  January  1,  1935,  aggregated  $65,825.65.  During 
the  year  collection  of  $1,000  was  made  representing  payment  of 
principal,  leaving  a  balance  of  $64,825.65  held  on  December  31,  1935. 

Fourth  JAA-percent  Liberty  Loan  bonds  of  1923-38  held  in  trust  for 
registered  owners. — These  bonds  were  subscribed  and,  with  one  excep¬ 
tion,  were  paid  for  in  full  by  employees  of  carriers  formerly  under 
Federal  control  and  who  left  the  service  of  the  carriers  without  receiv¬ 
ing  their  bonds.  On  January  1,  1935,  the  Director  General  held 
$600  face  amount  of  these  bonds.  No  claims  therefor  having  been 
received  during  the  year,  the  balance  remains  unchanged  as  of  De¬ 
cember  31,  1935. 
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VII.  Administrative  Expenses 
For  the  year  the  administrative  expenses  were  as  follows: 


Pay  rolls _ _ _ $25,  309.  75 

Traveling  expenses _ __t _  82.  50 

Regional  counsel _  200.  00 

Printing,  supplies  and  service _  478.  85 

Telephone  and  telegraph _  137.  94 

Moving  expenses,  etc _  78.  59 


Total _ _ _  26,  287.  63 


The  pay-roll  expense  of  $25,309.75  for  1935  compares  with  like 
expense  for  1934  of  $25,631.16,  a  decrease  of  $321.41,  or  1.25  percent. 
The  total  administrative  expenses  of  $26,287.63  compares  with  like 
expenses  for  1934  of  $30,044.06,  a  decrease  of  $3,756.43,  or  12.50 
percent,  and  represents  10.64  percent  of  the  total  receipts  for  the  year. 
The  expense  of  the  regional  counsel  was  eliminated  by  discontinuing 
that  office  as  of  December  31,  1934,  the  payment  of  $200  being  paid  in 
January  1935  for  services  rendered  in  December  1934.  The  moving 
expense  of  $78.59  was  incurred  incident  to  an  order  to  move  our 
records  from  a  warehouse  on  E  Street,  which  property  was  required 
in  the  construction  of  the  new  Interior  Department  Building. 

VIII.  Conclusion 

On  August  27,  1935,  the  President  approved  Private  Act  336, 
Seventy-fourth  Congress,  under  the  provisions  of  which  the  Secretary  of 
the  Treasury  is  authorized  and  directed  to  pay,  out  of  any  money  in  the 
Treasury  not  otherwise  appropriated,  in  accordance  with  certifications 
of  the  Comptroller  General  of  the  United  States,  the  difference  between 
the  amount  of  loss  of  certain  claimants,  as  determined  by  court 
proceeding  or  by  the  Director  General  of  Railroads,  on  account  of 
fire  originating  from  the  operation  of  railroads  by  the  United  States  in 
the  State  of  Minnesota  on  or  about  October  12,  1918,  and  the  amount 
actually  paid  by  the  United  States  to  such  claimants,  less  any  amount 
paid  by  any  fire-insurance  company  on  account  of  such  fire.  The 
amount  to  be  paid  is  to  be  ascertained  from  the  records  of  the  Director 
General  of  Railroads.  It  has  been  estimated  that  approximately 
9,000  claims  will  be  filed  under  the  provisions  of  this  act.  A  large 
number  of  these  have  already  been  transmitted  to  this  office  by  the 
Comptroller  General  for  administrative  examination  and  report. 
Between  September  28,  1935,  the  date  the  first  claim  was  received  in 
this  office,  and  December  31,  1935,  many  files  have  been  examined 
resulting  in  the  preparation  and  submission  to  the  Comptroller 
General  of  1,946  administrative  reports,  and  419  special  reports  on 
the  question  of  United  States  Bonds,  War  Savings  Stamps,  and  cash 
lost  in  this  fire. 

Respectfully  submitted. 

Wallace  B.  Robinson, 
Assistant  Director  General . 
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REPORT  OF  THE  DIRECTOR  GENERAL  OF  RAILROADS 
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United  States  Railroad  Administration, 

W ashing  ton,  March  SO ,  1937. 

The  President, 

The  White  House.  * 

Dear  Mr.  President  :  I  have  the  honor  to  submit  herewith  for  your 
transmittal  to  Congress  the  annual  report  of  the  United  States  Rail¬ 
road  Administration  for  the  year  ended  December  31,  1936. 

m 

I.  Collections  From  Carriers 

LAP-OVER  ITEMS 

During  the  year  there  was  collected  the  sum  of  $282.87,  represent¬ 
ing  lap-over  items  which  consisted  of  revenue  and  expenses  applying 
to  the  Federal-control  period. 

FEDERAL  INCOME  TAX  REFUNDS 

Under  the  terms  of  the  Federal  Control  Act  and  the  standard  con¬ 
tract  with  the  carriers,  the  Director  General  paid  2  percent  of  all 
Federal-income  taxes  assessed  against  the  carriers  under  his  control. 
Subsequently,  the  Board  of  Tax  Appeals  held  that  said  2  percent 
paid  by  him  should  not  have  been  assessed  against  either  the  carriers 
or  the  Director  General.  As  a  result  of  this  decision,  adjustments 
are  now  being  made  between  the  parties. 

During  the  year,  settlement  of  two  of  the  unadjusted  claims  of  the 
carriers  under  Federal  control  of  approximately  $1,900,000,  as  re¬ 
ported  in  section  I  of  the  1935  report,  resulted  in  the  Comptroller 
General  of  the  United  States  withholding  and  crediting  to  the  Di¬ 
rector  General’s  appropriation  styled  “Federal  Control  of  Transpor¬ 
tation  Systems”,  the  sum  of  $250,282.60,  in  accordance  with  existing 
arrangements.  It  was  developed  during  the  year  that  claims  of  two 
carriers  were  disposed  of  without  collection  or  refunds  of  income 
taxes  between  the  Bureau  of  Internal  Revenue  and  the  carriers. 
Therefore,  the  sum  of  approximately  $376,000,  representing  the  2- 
percent  tax  assumed  by  the  Director  General,  was  canceled. 

The  claim  of  $97,708.56  against  the  Director  General,  as  reported 
in  section  I  of  the  1935  report,  was  the  subject  of  a  conference  be¬ 
tween  representatives  of  the  Director  General  and  the  carrier  in¬ 
volved  and  upon  a  full  discussion  of  the  facts  and  law  involved,  it 
appears  that  the  carrier  has  abandoned  the  claim  as  no  further  steps 
have  been  taken  by  its  representatives  in  the  matter. 

There  is  now  pending  in  the  Bureau  of  Internal  Revenue,  before 
the  United  States  Board  of  Tax  Appeals,  and  in  the  United  States 
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Courts,  claims  and  suits  involving  Federal  income  taxes  applicable 
to  the  period  of  Federal  control  of  11  railroad  companies  and  sub¬ 
sidiaries.  The  Director  General  has  an  equity  of  $1,279,565.06  in 
these  claims  and  when  they  are  settled  approximately  this  sum  will 
be  withheld  from  settlement  with  the  carriers  by  the  Comptroller 
General  of  the  United  States  and  credited  to  the  Director  General’s 
appropriation.  When  such  settlements  are  made  it  is  possible  that 
other  claims  of  the  Director  General  may  be  developed  against  the 
carriers  involving  income  taxes  of  subsidiary  companies  which  were 
not  under  Federal  control,  but  which  were  included  in  consolidated 
income-tax  returns  of  federally  controlled  carriers,  in  which  event 
collection  of  additional  amounts  may  be  made. 

INTEREST  AND  DIVIDENDS  RECEIVED 

There  was  collected  during  the  year,  as  interest  on  receivers’  cer¬ 
tificates,  and  dividends  on  preferred  stock,  the  sum  of  $8,262.64, 
which  amount  was  credited  to  the  Director  General’s  funds. 

II.  Railway  Express  Agency,  Inc. 

After  the  termination  of  Federal  control,  arrangements  were  made 
by  the  Director  General  with  the  American  Railway  Express  Co. 
(succeeded  on  Mar.  1,  1929,  by  the  Railway  Express  Agency,  Inc.), 
whereby  it  undertook  to  liquidate  all  transactions  arising  out  of 
Federal  control  pertaining  to  the  operations  of  that  period. 

A  fund  was  established  entitled  “American  Railway  Express  Co., 
trustee  for  the  Director  General  of  Railroads”,  for  the  purpose  of 
liquidating  such  transactions.  In  1933  the  liquidation  had  reached 
the  stage  where  it  appeared  that  the  trustee  account  could  be  closed 
and,  as  reported  in  section  II  of  the  report  for  1933,  an  agreement 
dated  September  15  of  that  year  was  executed  by  the  Director  Gen¬ 
eral  and  the  Express  Agency,  under  which  the  balance  of  the  fund, 
$32,206.06,  was  paid  to  the  Director  General.  Said  agreement  also 
contains  provisions  for  the  settlement  between  the  parties  of  items 
relating  to  Federal  control  which  may  arise  in  the  future. 

During  the  year  a  remittance  of  $9.70  was  received  from  said 
agency  in  payment  of  the  proceeds  received  from  money  orders 
issued  during  Federal  control.  No  payments  were  made  during  the 
year  of  any  outstanding  liability  of  the  agency  during  Federal 
control. 

In  the  1935  report,  under  this  section,  comment  was  made  upon 
the  amount  of  $1,161.91  due  from  two  ex-employees  of  the  prede¬ 
cessor  company  arising  out  of  shortages  in  their  accounts.  In  view 
of  the  information  received  to  the  effect  that  no  success  would  result 
from  suing  the  parties  because  of  the  lack  of  sufficient  evidence,  the 
accounts  are  considered  worthless,  and  no  further  effort  will  be  made 
to  collect  the  same. 

III.  Employees’  Compensation  Awards 

On  January  1,  1936,  the  aggregate  unmatured  liability  of  two 
awards  of  State  commissions  to  employees  and/or  dependents,  grow¬ 
ing  out  of  inj  uries  to,  or  death  of,  employees  resulting  from  accidents 
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in  the  performance  of  their  duties  during  the  period  of  Federal  con¬ 
trol,  amounted  to  $12,904.70. 

Regular  semimonthly  payments  aggregating  $851.64  were  made  to 
the  two  beneficiaries.  During  the  year  one  award  expired,  leaving 
on  December  31,  1936,  one  award  outstanding  on  which  the  unma- 
tured  liability  amounts  to  $12,053.06.  Payments  on  this  award  will 
not  cease  until  July  31,  1952,  unless  the  beneficiary  dies  before  that 
date. 

CANADIAN  COMPENSATION  AWARDS 

By  contract  between  the  Director  General  of  Railroads  and  the 
Michigan  Central  Railroad  Co.,  that  part  of  the  company’s  lines 
extending  into  the  Dominion  of  Canada  was  operated  by  the  Director 
General  during  the  period  of  Federal  control.  Under  the  Canadian 
law  governing  the  payment  of  compensation  in  cases  of  death  or 
injury  from  accidents  to  employees  while  performing  their  duties, 
the  employer  is  required  to  deposit  with  the  Workmen’s  Compensa¬ 
tion  Board  an  amount,  based  upon  annuity  tables,  sufficient  to  pay 
the  compensation  by  periodical  payments.  This  fund  is  invested  by 
the  Compensation  Board,  the  income  therefrom  is  added  to  the  prin¬ 
cipal  amount  deposited,  and  payments  are  made  by  said  Board  from 
this  fund  to  the  beneficiaries.  The  employers  have  no  further  action 
to  take  in  such  matters:  unless  and  until  the  fund  proves  to  be  insuf¬ 
ficient,  under  which  circumstances  the  employers  are  required  to 
make  further  deposits.  During  the  period  of  Federal  control  a 
number  of  employees  were  injured  while  employed  on  the  Michigan 
Central  Railroad  in  Canada  and  were  awarded  compensation,  conse¬ 
quently  the  Director  General  was  required  to  make  sufficient  deposits 
to  pay  the  awards. 

On  January  1,  1936,  the  balance  in  this  fund  amounted  to  $32,- 
395.07.  Interest  amounting  to  $1,650.62  was  added  to  the  fund  and 
payments  to  10  beneficiaries,  aggregating  $3,186,  w^ere  made  there¬ 
from,  leaving  a  balance  on  deposit  on  J anuary  1,  1937,  of  $30,859.69. 
There  are  two  cases  in  which  no  payments  have  been  made  to  bene¬ 
ficiaries  for  the  past  several  years  because  of  the  disappearance  of 
one  of  them  in  1924,  who  has  not  been  heard  from  since,  and  because 
of  the  death  of  the  other  in  1931.  The  balance  in  the  fund  in  re¬ 
spect  of  these  two  cases  aggregates  $7,075.57,  which  the  Board  de¬ 
clines  to  refund,  claiming  that  a  number  of  other  cases,  including 
those  of  the  Michigan  Central  Railroad  Co.,  are  undervalued,  and  it 
is  expected  that  the  Board  will  call  for  an  additional  deposit  in  two 
cases  arising  during  Federal  control  to  meet  future  payments. 

IV.  Pending  Litigation 

SUITS  AGAINST  THE  DIRECTOR  GENERAL 

> Suits  reported  by  the  carriers. — The  one  suit  pending  on  January 
1, 1936,  in  which  the  amount  claimed  was  $18,730.99,  was  tried  during 
the  year,  resulting  in  an  opinion  and  decision  favorable  to  the  de¬ 
fendant.  Relator’s  motion  for  rehearing  was  overruled,  and  final 
judgment  was  entered  in  the  early  part  of  October  1936.  Petition 
to  the  United  States  Supreme  Court  was  not  filed  within  the  90-day 
period  which  expired  early  in  1937. 
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SUITS  BY  THE  DIRECTOR  GENERAL 

The  one  suit  pending  on  January  1,  1936,  involving  $340,612.50, 
was  tried  during  the  year,  resulting  in  a  judgment  unfavorable  to  the 
Director  General,  from  which  no  appeal  was  taken  to  the  United 
States  Supreme  Court. 

Bankruptcy  and  receivership. — On  January  1,  1936,  there  were  20 
claims  pending  in  bankruptcy  and  receivership  proceedings,  aggre¬ 
gating  $376,173.42.  During  the  year,  two  claims  amounting  to 
$62.46  were  disposed  of  through  the  discharge  of  bankrupts  or  ter¬ 
mination  of  receiverships,  resulting  in  the  collection  of  34  cents. 
There  were  pending  18  of  such  claims  on  December  31,  1936,  in  which 
the  amount  due  was  $376,110.62.  They  cannot  be  closed  until  bank¬ 
ruptcy  and  receivership  proceedings  in  each  case  are  concluded. 

Judgments  in  favor  of  the  Director  General. — On  January  1,  1936, 
there  were  149  judgments  outstanding  in  favor  of  the  Director  Gen¬ 
eral,  in  which  the  amount  due  was  $109,940.32.  Of  such  judgments, 
19  involving  $18,813.09  were  disposed  of  by  the  running  of  statutes 
of  limitations  and  collections  of  $25.  Some  of  these  judgments  ex¬ 
pired  by  limitations  without  any  improvement  in  the  financial  con¬ 
dition  of  the  debtors,  and  upon  thorough  investigation  others  were 
found  to  be  execution  proof.  On  December  31,  1936,  there  remained 
130  unsatisfied  judgments  in  which  the  amount  due  is  $91,127.23. 

Claims  in  favor  of  the  Director  General  not  in  suit. — Because  of 
the  lack  of  substantial  evidence  and  for  other  reasons,  the  Director 
General  did  not  institute  suits  on  certain  claims  in  his  favor.  On 
January  1,  1936,  there  were  27  of  these  claims  in  the  total  amount  of 
$6,741.15,  and  an  adjustment  of  $6,345.11  was  made,  increasing  the 
total  amount  to  $13,086.26.  Twenty-six  of  these  claims  amounting  to 
$11,184.04,  were  disposed  of.  The  total  collections  on  this  class  of 
claims  were  $8,405.66.  On  December  31,  1936,  there  was  outstanding 
one  claim,  aggregating  $1,902.22. 

MINNESOTA  FIRE  CLAIMS 

On  August  27,  1935,  the  President  approved  Private  Act  336,  which 
authorized  and  directed  the  Secretary  of  the  Treasury  to  pay  to 
certain  claimants  the  difference  beUveen  the  amount  of  loss,  as  de¬ 
termined  by  court  proceedings  or  by  the  Director  General  of  Rail¬ 
roads,  on  account  of  fire  originating  from  the  operation  of  railroads 
by  the  United  States  in  the  State  of  Minnesota  on  or  about  October 
12,  1918,  and  the  amount  actually  paid  by  the  United  States  to  such 
claimants,  less  any  amount  paid  by  any  fire-insurance  company,  on 
account  of  such  fire.  The  amount  to  be  paid  was  to  be  ascertained 
from  the  records  of  the  Director  General  of  Railroads.  During  the 
year  1936,  7,769  administrative  reports  were  made  to  the  Comptroller 
General  on  the  question  of  loss  and  628  special  reports  on  the  ques¬ 
tion  of  destruction  of  United  States  bonds,  war-savings  stamps,  and 
cash.  An  administrative  report  has  now  been  made  to  the  Comp¬ 
troller  General  for  every  settlement  which  was  made  by  the  Director 
General  of  Railroads,  and,  except  for  such  incidental  questions  as 
may  arise  in  the  future,  this  work  has  been  completed.  During  the 
year  1936  Treasury  Department  warrants  in  the  amount  of  $9,713,- 
298.32  were  issued  in  payment  of  these  claims. 
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V.  Miscellaneous  Matters 

CLAIMS  FOR  LIBERTY  LOAN  BOND  PAYMENTS 

On  January  1,  1936,  10  claims  of  this  character  were  being  investi¬ 
gated.  During  the  year  42  additional  claims  were  presented  for  re¬ 
fund  of  installments  paid  on  subscriptions  for  liberty-loan  bonds 
made  by  employees  of  carriers  during  Federal  control,  25  of  which 
claims  were  investigated  and  $456.28  paid  to  the  claimants.  It  de¬ 
veloped  that  18  claims  were  improper  and  payments  were  declined, 
and  the  investigation  was  discontinued  on  three  claims  because  of 
the  failure  of  parties  to  answer  communications,  leaving  six  claims 
undergoing  investigation  on  December  31,  1936. 

CLAIMS  FOR  UNPAID  WAGES  AND  BACK  PAY 

On  January  1,  1936,  19  claims  of  this  character  were  being  investi¬ 
gated.  During  the  year  123  additional  claims  were  presented  for 
the  payment  of  unclaimed  wages  and  back  pay  earned  by  employees 
of  carriers  during  Federal  control.  Investigation  developed  that  68 
of  these  claims  were  proper,  and  $1,139.31  was  paid  to  the  claimants. 
It  developed  that  38  claims  were  improper,  and  payment  was  de¬ 
clined,  and  the  investigation  was  discontinued  on  13  claims  because 
of  the  failure  of  parties  to  answer  communications,  leaving  23  claims 
undergoing  investigation  on  December  31,  1936. 

MISCELLANEOUS  CLAIMS 

On  January  1,  1936,  no  claims  of  this  character  were  under  in¬ 
vestigation.  During  the  year  13  claims  representing  overcharges, 
loss  and  damages,  passenger  fares,  and  a  material-and-supplies  draft 
were  presented.  It  developed  that  3  claims  were  proper,  and  $4.68 
was  paid  to  the  claimants,  and  10  claims  were  found  to  be  improper 
for  which  payment  was  declined.  No  such  claims  remain  on  hand 
at  December  31,  1936. 

The  Director  General  has  a  claim  against  J.  F.  Reddy  for  trans¬ 
portation  charges  of  $1,025.56,  which  formerly  was  considered  to  be 
worthless.  It  developed  that  Mr.  Reddy  has  a  claim  against  the 
Government,  arising  under  the  War  Minerals  Relief  Act,  which  is 
pending  in  the  Department  of  the  Interior.  Accordingly,  arrange¬ 
ments  have  been  made  with  the  Commissioner,  War  Minerals  Relief 
Commission,  whereby  the  Director  General’s  claim  will  be  protected 
when  settlement  of  Mr.  Reddy’s  claim  is  effected. 

A  similar  claim  of  this  character  against  the  Gloria  Mining  Co., 
reported  under  this  section  of  the  1935  report,  in  the  amount  of 
$825.79.  was  paid  during  the  year  by  a  certificate  of  settlement  issued 
by  the  Comptroller  General  of  the  United  States. 

.  STATE  AND  COUNTY  TAXES 

The  final  settlement  agreements  between  the  Director  General  and 
the  carriers  formerly  under  Federal  control  excluded  the  settlement 
of  taxes  between  the  parties  and  provided  for  the  future  settlement 
of  certain  taxes  applicable  to  the  Federal-control  period.  No  collec¬ 
tions  from  this  source  were  received  during  the  year,  but  there  is 
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jqow  pending  a  claim  in  favor  of  the  Director  General  of  approxi¬ 
mately  $150. 

There  was  paid  by  the  Director  General  $8.84,  taxes  on  160  acres  of 
land  in  Bingham  County,  Idaho,  title  to  which  is  held  for  account 
of  the  Director  General.  The  land  was  acquired  in  connection  with 
the  settlement  of  a  shortage  in  the  accounts  of  a  station  agent  during 
Federal  control. 

MISCELLANEOUS  COLLECTIONS 

During  the  year  miscellaneous  collections  aggregating  $8,527.84 
were  made,  representing  amounts  due  from  the  public  covering  trans¬ 
portation  charges,  refund  of  railroad  fares,  and  an  adjustment  of  an 
employee’s  salary. 


DISPOSITION  OF  USELESS  PAPERS 

Under  date  of  March  20,  1934,  the  Joint  Committee  on  Disposition 
of  Useless  Executive  Papers,  Seventy-third  Congress,  second  session, 
rendered  its  report,  no.  1026,  authorizing  the  sale  or  other  disposition 
of  useless  papers  in  the  Railroad  Administration  which  are  not 
needed  and  have  no  permanent  value  or  historical  interest.  As  of 
January  1,  1936,  approximately  90  percent  of  such  papers  had  been 
disposed  of  by  sale,  the  amount  realized  being  $645.45.  Of  this  sum, 
$560.75  was  being  held  in  a  special  account  pending  final  disposition 
of  all  useless  papers,  and  $84.70  was  deposited  by  the  Procurement 
Division,  Treasury  Department,  and  credited  to  miscellaneous  re¬ 
ceipts  of  the  Treasury,  contrary  to  the  arrangement  under  which 
items  aggregating  $560.75,  were  forwarded  to  this  agency.  On  Jan¬ 
uary  27,  1936,  however,  the  Comptroller  General  directed  that  the 
sum  of  $560.75  be  immediately  covered  into  the  Treasury  to  the 
credit  of  miscellaneous  receipts,  in  advance  of  the  final  disposition  of 
all  useless  papers.  Accordingly,  the  said  sum  was  deposited,  as  di¬ 
rected,  on  February  3,  1936.  No  papers  were  disposed  of  in  1936; 
the  remaining  useless  papers  will  be  disposed  of  by  sale  on  or  before 
March  1,  1937. 

OFFICE  FURNITURE  AND  EQUIPMENT 

Furniture  and  equipment  at  cost  of  $840.40  was  transferred  dur¬ 
ing  the  year  to  the  Procurement  Division  of  the  Treasury  Depart¬ 
ment.  Such  equipment  on  hand  at  December  31,  1936,  is  carried  at 
original  cost  of  $20,411.42. 


YI.  Finances 
cash 

Receipts  and  expenditures. — Total  receipts  for  the  year  were 
$469,186.49,  and  expenditures  $40,899.29,  resulting  in  net  receipts  of 
$428,287.20. 

Total  expenditures  for  the  year  approximated  those  of  last  year, 
and  represented  8.7  percent  of  the  total  receipts. 

Cash  and  appropriation  balances. — At  the  close  of  business  Decem¬ 
ber  31,  1936,  the  Director  General’s  cash  and  appropriation  balances 
aggregated  $2,254,173.18,  as  compared  with  $1,825,885.98  at  the  close 
of  the  preceding  year. 
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Receipts  and  expenditures,  calendar  year  1930 


Receipts : 

Balance,  Jan.  1,  including  unrequisitioned  appropriated 

funds _ _ $1,  825,  885.  98 


Collection  of  principal  on  obligations  of  carriers _  201,  830.  54 

Collection  of  interest  and  dividends  on  obligations  of  car¬ 
riers _  8,  262.  64 

Income  taxes  of  Federal  carriers  repaid  by  Treasury _  250,  282.  60 

Collection  of  miscellaneous  claims  referred  to  Washington 
from  field,  including  transportation  charges,  undercharges, 

etc -  8,  430.  99 

Bills  collectible _  363.26 

Miscellaneous _  16.  46 


Total  receipts _  469, 186.  49 


Grand  total _  2,  295,  072.  47 


Expenditures : 

Employees  compensation  liability  awards _  851.  64 

Claims  for  unpaid  wages,  back  pay  awards  and  Liberty  bond 

subscription  refunds _  1,  599.  05 

Cost  of  litigation  ;  suits  and  claims  against  Director  General-  684.  00 

Cost  of  litigation  ;  suits  and  claims  by  Director  General _  4,  205.  61 

Administrative  expenses : 

Rents _ 4,  741.  38 

Pay  rolls _  26,  050.  27 

Expenses  incidental  to  change  of  offices _  1,  007.  25 

Other  ;  materials  and  supplies,  etc _  1, 118.  75 

Proceeds  of  waste  paper  sales  covered  into  Treasury _  560.  75 

Miscellaneous _  81. 15 


Total  expenditures _  40,  899.  29 

Balance,  Dec.  31,  including  unrequisitioned  appropriated 

funds _  2, 254, 173. 18 


Grand  total _  2,  295,  072.  47 


SECURITIES 

Obligations  of  carriers  formerly  under  Federal  control — section 
207 ,  Transportation  Act ,  1920. — The  securities  acquired  or  refunded 
under  this  act  and  held  on  January  1,  1936,  aggregated  $5,219,500. 
During  the  year  2,125  shares  of  preferred  stock  of  the  Kansas,  Okla¬ 
homa  &  Gulf  Railway  Co.,  acquired  at  par  value  of  $212,500,  were 
sold  to  a  financial  institution  at  $95  per  share,  or  $201,875,  less 
incidental  expenses  of  sale,  $49.75,  net  proceeds  $201,825.25,  resulting- 
in  a  net  loss  of  $10,674.75. 

The  balance  of  securities  on  hand  at  December  31,  1936,  amounts 
to  $5,007,000,  par  value. 

Miscellaneous  securities — section  202 ,  Transportation  Act ,  1920. — 
These  securities  issued  by  non-Federal  railroads  and  others  for  in¬ 
debtedness,  such  as  interline  balances,  freight  charges,  undercharges, 
etc.,  and  held  on  January  1,  1936,  aggregated  $64,825.65.  During 
the  year  a  small  final  dividend  was  paid  by  a  bank  receiver  which 
necessitated  the  cancelation  of  the  unpaid  balance  due,  leaving  a 
balance  of  $64,809.34  on  hand  December  31,  1936. 

Fourth  lAA-percent  Liberty  Loan  bonds  of  1933-38  held  in  trust 
for  registered  owners. — These  bonds  were  subscribed  and,  with  one 
exception,  were  paid  for  in  full  by  nine  employees  of  carriers  for- 
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inerly  under  Federal  control,  who  left  the  service  of  the  carriers 
without  receiving  or  claiming  their  bonds.  On  January  1,  1936, 
the  Director  General  held  $600  principal  amount  of  these  bonds.  No 
claims  therefor  having  been  received  during  the  year,  the  balance 
remains  unchanged  as  of  December  31,  1936. 

VII.  Administrative  Expenses 
For  the  year  the  administrative  expenses  were  as  follows : 


Pay  rolls _ : _ $25,  979.  00 

Traveling  expenses _ 42.  30 

Rent _ _  4,  741.  38 

Electricity _ 135.  09 

Printing,  supplies,  and  services _  486.  21 

Telephone  and  telegraph _  126.  37 

Moving  expenses _ _ _  1,  352.  83 


Total _  32,  863. 18 


The  pay-roll  expenses  of  $25,979  for  1936  compares  with  like  ex¬ 
pense  for  1935  of  $25,309.75,  an  increase  of  $669.25,  or  2.64  percent 
representing  an  increase  in  salaries  of  two  low-salaried  employees. 
The  total  administrative  expenses  of  $32,863.18  represents  but  7  per¬ 
cent  of  the  total  receipts  for  the  year,  and  compares  with  like  ex¬ 
penses  for  1935  of  $26,287.63,  an  increase  of  $6,575.55,  or  25  percent. 

The  expenditure  for  rent,  electricity,  and  moving  expenses,  aggre¬ 
gating  $6,229.30,  constitutes  18.9  percent  of  the  total  expenses  for 
1936.  These  expenses  were  made  necessary  because  this  agency  was 
compelled  to  vacate  quarters  in  the  new  Interstate  Commerce  Com¬ 
mission  Building  in  February  1936  and  move  to  the  second  floor  at 
1419  H  Street  NW.,  under  a  lease  requiring  the  payment  of  rent 
and  electricity  because  suitable  quarters  were  not  available  in  Gov¬ 
ernment-owned  buildings. 

VIII.  Conclusion 

In  view  of  the  fact  that  the  Railroad  Administration  may  now 
be  considered  in  the  final  stages  of  liquidation,  consideration  has 
been  given  during  the  past  year  to  a  method  for  the  continuation  of 
its  few  remaining  activities  and  for  winding  up  its  affairs. 

During  the  year  disposition  was  made  of  the  last  suit  against  the 
agent,  and  the  last  suit  in  favor  of  the  Director  General. 

In  order  to  provide  for  an  orderly  disposition  of  the  files  and 
records  of  the  Railroad  Administration,  the  President,  by  Execu¬ 
tive  order  dated  January  27,  1937,  directed — 

(1)  That  all  files  and  records  of  the  United  States  Railroad  Ad¬ 
ministration  (including  file  equipment)  relating  to  claims  arising 
out  of  or  incident  to  a  fire  in  the  State  of  Minnesota  on  October  12, 
1918,  be  transferred  to  the  custody  and  care  of  the  General  Account¬ 
ing  Office; 

(2)  That  the  files  and  records  of  the  United  States  Railroad  Ad¬ 
ministration  consisting  of  an  additional  set  of  freight-rate  authorities 
and  all  surplus  copies  of  general  orders,  bulletins,  circulars,  annual 
reports,  and  contracts  issued  by  or  drawn  in  favor  of  the  Director 
General  of  Railroads  be  transferred  to  the  custody  and  care  of  the 
Interstate  Commerce  Commission;  and 
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(3)  That  files  and  records  of  the  Railroad  Administration  con¬ 
sisting  of  the  original  pay  rolls  and  personnel  records  (including 
file  equipment)  be  transferred  to  the  custody  and  care  of  the  United 
States  Civil  Service  Commission. 

The  transfers  directed  in  the  Executive  order  of  January  27,  1937, 
were  completed  shortly  after  that  date. 

The  Archivist  of  the  United  States,  on  January  30,  1937,  requisi¬ 
tioned  for  transfer  to  The  National  Archives  the  archives  and  rec¬ 
ords  of  the  Railroad  Administration,  except  for  such  files  and  rec¬ 
ords  still  needed  for  the  transaction  of  its  unfinished  business. 

Effective  March  1,  1937,  the  office  of  the  Railroad  Administration 
was  moved  to  the  Treasury  Building,  and  six  of  the  regular  employ¬ 
ees  of  the  Administration  who  had  a  civil-service  status  obtained 
employment  in  other  governmental  offices.  One  employee  who  has  a 
civil-service  status  and  who  is  familiar  with  the  records  of  the 
Administration  is  being  continued  on  its  roll  for  the  time  being. 
All  of  the  administrative  duties  of  the  Railroad  Administration  will 
be  carried  on  by  employees  of  the  Treasury  in  connection  with  their 
regular  duties,  under  my  general  supervision  as  Director  General  of 
Railroads. 

Respectfully  submitted. 

Henry  Morgenthau,  Jr., 

Director  General  of  Railroads. 
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To  the  Congress  oj  the  United  States: 

I  transmit  herewith  for  the  information  of  the  Congress  the  annual 
report  of  the  United  States  Railroad  Administration  for  the  year 
ended  December  31,  1937. 

Franklin  D.  Roosevelt. 

The  White  House, 

June  1 ,  1938. 
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REPORT  OF  THE  DIRECTOR  GENERAL  OF  RAILROADS  FOR 
THE  YEAR  ENDED  DECEMBER  31,  1937 


United  States  Railroad  Administration, 

Washington ,  May  27,  1938. 

The  President, 

The  White  House. 

Dear  Mr.  President:  I  have  the  honor  to  submit  herewith  for 
your  transmittal  to  Congress  the  annual  report  of  the  United  States 
Railroad  Administration  for  the  year  ended  December  31,  1937. 

Administration 

During  the  year,  steps  were  taken  to  expedite  the  closing  and  final 
liquidation  of  the  matters  growing  out  of  the  control  of  the  American 
transportation  system  which  was  exercised  through  the  United  States 
Railroad  Administration  during  the  period  from  December  28,  1917, 
to  February  29,  1920.  The  office  of  the  Administration  was  moved 
to  the  Treasury  Building,  and,  effective  March  1,  1937,  the  personnel 
was  reduced  from  seven  employees  to  one  employee.  The  duties 
incident  to  the  winding  up  of  the  Administration  are  carried  on  by 
employees  of  the  Treasury  in  connection  with  their  regular  duties, 
under  the  general  supervision  of  the  Director  General  of  Railroads. 
Under  this  procedure  total  administrative  expenses  for  1937  were 
reduced  to  $7,541.06  as  compared  with  $32,863.18  for  the  year  1936. 
Total  expenses  for  1938  are  estimated  at  Jess  than  $1,800. 

A  comparison  of  the  administrative  expenses  for  1936  and  1937,  and 
the  estimated  expenses  for  1938  are  as  follows: 


Actual, 

1936 

Actual, 

1937 

Estimated, 

1938 

Pay  rolls _ _  _  ...  _  . 

$25,  979.  00 
42.  30 
4,  741.  38 
135.  09 
486.  21 
126.  37 

1,  352.  83 

$5, 867.  00 

$1,  740 

Traveling  expenses.  _ _ _  .  _  .  .. 

Rent.  _  _  ..  _ _ _ _ _ 

1,  500.  00 
82.24 
63.  93 
27.89 

Electricity  _ _  ..  . 

Printing  supplies  and  services _  _  _ _  ..  ... 

40 

Telephone  and  telegraph _ _  _  ...  _  .  _ _ 

Moving  expenses _  _  _  _ _ ...  _ _ 

Total _  _ _ _  .  _  .  _ 

32,  863.  18 

7,  541.06 

1,  780 

Finances 

Total  receipts  for  the  year  were  $144,468.08,  and  expenditures  were 
$13,483.10,  resulting  in  net  receipts  of  $130,984.98,  as  compared  with 
net  receipts  of  $428,287.20  for  1936. 

At  the  close  of  business  on  December  31,  1937,  the  Director  General’s 
cash  and  appropriation  balances  aggregated  $2,385,158.16,  as  com¬ 
pared  with  $2,254,173.18  at  the  close  of  the  preceding  year.  Subse¬ 
quent  to  December  31,  1937,  $2,261,386.89  in  cash  and  appropriation 
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balances  were  transferred  to  the  surplus  fund  of  the  Treasury  since 
such  moneys  were  no  longer  needed  for  the  purposes  for  which  they 
were  appropriated. 

A  statement  of  receipts  and  expenditures  for  the  year  is  as  follows: 

Receipts  and  expenditures ,  calendar  year  1937 


Balances,  Jan.  1,  1937: 

Director  General  of  Railroads,  symbol  93042 _  $793,  147.  12 

Unrequisitioned  appropriation  balances: 

Federal-control  transportation  systems _  799,  639.  17 


Loans  to  railroads  after  termination  of 

Federal  control _  $438,  515.  55 

Requisitioned  balance  to  credit  disbursing 
officer,  Railroad  Administration:  Loans  to 
railroads  after  termination  of  Federal  con¬ 
trol _  222,  871.  34 

-  661,  386.  89 


Total  balances  Jan.  1,  1937 _  2,  254,  173.  18 


Receipts: 

Collection  of  principal  on  obligations  of  carriers _  38.  00 

Collection  of  interest  on  obligations  of  carriers _  4,  799.  73 

Income  taxes  of  Federal  carriers  repaid  by  Treasury _  138,  942.  94 

Collection  of  miscellaneous  claims  referred  to  Washington 
from  field,  including  transportation  charges,  undercharges, 

etc _  555.  37 

Costs  collected  on  account  of  judgment _  12.  64 

Proceeds  of  waste  paper  sold _  30.  80 

Miscellaneous _  88.  60 


Total  receipts _  144,  468.  08 


Total _  2,  398,  641.  26 


Expenditures: 

Employees  compensation  liability  awards _  782.  13 

Claims  for  unpaid  wages,  back  pay  awards,  and  Liberty  bond 

subscription  refunds _  1,  519.  93 

Cost  of  litigation,  suits,  and  claims  against  Director  General.  _  43.  25 

Administrative  expenses: 

Rents _  1,  500.  00 

Pay  rolls _  5,  867.  00 

Other,  material  and  supplies,  etc _  174.  06 

Proceeds  of  waste  paper  sales  covered  into  Treasury _  30.  80 

Miscellaneous _  14.  97 

Refund  by  Comptroller  General  of  amount  withheld  from  a 
carrier  for  transportation  of  the  mails  from  Apr.  1,  1924,  to 
June  30,  1926 _ _  3,  550.  96 


Total  expenditures _  13,  483.  10 


Balances,  Dec.  31,  1937: 

Director  General  of  Railroads,  symbol  93042.  1  $783,  868.  72 
Unrequisitioned  appropriation  balances: 

Federal-control  transportation  systems.  _  1  939,  902.  55 

Loans  to  railroads  after  termination  of 

Federal  control _  2  661,  386.  89 

-  2,  385,  158.  16 


Grand  total _  2,  398,  641.  26 

1  $1,600,000  transferred  from  these  accounts  to  surplus  fund  of  the  Treasury  subsequent  to  Dec.  31, 1937. 

2  Transferred  to  surplus  fund  of  the  Treasury  subsequent  to  Dec.  31,  1937. 
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SECURITIES,  ETC. 

Obligations  of  carriers  formerly  under  Federal  control ,  section  207 , 
Transportation  Act,  1920. — No  collections  were  made  on  account  of 
these  obligations  during  the  year.  At  December  31,  1937,  the 
following  obligations,  at  par  value,  were  held: 


Date 

Maturity 

Amount 

Notes  issued  by- 

Minneapolis  &  St.  Louis  R.  R.  Co _  __  _ _  _  . 

Apr.  2, 1923 
June  27, 1922 
July  6, 1918 
Mar.  1, 1920 

0) 

Mar.  1,1930 
Dec.  31,1929 
0) 

$625, 000 
625, 000 
•  50,000 
500, 000 
3,207,000 

Do  ‘ _ _ _ 

Washington,  Brandywine  &  Point  Lookout  R.  R.  Co _ 

Waterloo,  Cedar  Falls  &  Northern  Ry.  Co  __  . . . 

Stock  of  Chicago,  Milwaukee  &  St.  Paul  R.  R.  Co...  ...  _  _  __ 

Total . . . . . .  . 

5, 007. 000 

1  Demand. 


Miscellaneous  securities,  section  202,  Transportation  Act,  1920. — 
These  securities  were  obtained  from  non-Federal  railroads  and  others 
for  indebtedness,  such  as  interline  balances,  freight  charges,  under¬ 
charges,  etc.  During  the  year  $4,837.73  was  collected  from  this  source. 
A  statement  of  these  items  showing  the  amounts  carried  at  December 
31,  1936,  the  changes  during  1937,  and  the  amounts  carried  at  Decem¬ 
ber  31,  1937,  is  as  follows: 


Amount 
carried 
Dec.  31, 
1936 

Amount  collected 
1937 

Amount 
charged 
off  1937 

Amount 
carried 
Dec.  31, 
1937 

Prin¬ 

cipal 

Interest 

The  Refinite  Co.  (bonds) . . .  _  __ _ 

$151.98 

44,  000.  00 
4,  065.  00 

16,  592.  36 

$38 

$113.98 

Wichita  Northwestern  Ry.  Co.  (receivers’  certifi¬ 
cates)  _ _ _ _ _  , 

$4,  799.  73 

$44,  000.  00 
4,  065.  00 

16,  592.  36 

E.  F.  Drew  &  Co.,  Inc.  (stock)  _  _  _ 

Virginia  Blue  Ridge  Ry.  Co.  (loans  and  bills  receiv¬ 
able)  .  . . . . . 

Total . . _ 

64,  809.  34 

38 

4,  799.  73 

113.98 

64,  657.  36 

Liberty  Loan  bonds  held  for  owners. — There  were  held  at  December 
31,  1937,  $600  principal  amount  of  Fourth  Liberty  Loan  bonds  of 
1933-38,  for  account  of  employees  of  carriers  formerly  under  Federal 
control. 

Land,  Bingham  County,  Idaho. — The  Director  General  owns  the 
equitable  title  to  160  acres  of  land  in  Bingham  County,  Idaho,  which 
was  acquired  in  connection  with  the  settlement  of  a  shortage  in  the 
accounts  of  a  station  agent  during  Federal  control.  Arrangements  are 
being  made  to  transfer  such  land  to  the  United  States  pursuant  to  the 
Surplus  Property  Act,  approved  August  27,  1935. 

CLAIMS  AGAINST  THE  DIRECTOR  GENERAL 

The  principal  claims  which  are  being  currently  presented  for  pay¬ 
ment  are  on  account  of  refunds  of  installments  paid  on  subscriptions 
for  Liberty  Loan  bonds  made  by  employees  of  carriers  during  Federal 
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control  and  for  unclaimed  wages  and  back  pay  earned  by  employees  of 
carriers  during  Federal  control.  Total  payments  during  the  year  on 
account  of  allowed  claims  of  this  character  amounted  to  $1,519.93. 

Expenditures  on  account  of  the  compensation  award  of  an  employee 
residing  in  the  United  States  amounted  to  $782.13  for  the  year.  Pay¬ 
ments  under  Canadian  compensation  awards,  made  from  funds  de¬ 
posited  with  the  Canadian  Workmen's  Compensation  Board  amounted 
to  $2,964.67.  Interest  amounting  to  $1,391.70  was  added  to  the 
fund  leaving  a  balance  of  $29,286.72  to  cover  Canadian  awards  as  of 
December  31,  1937. 

CLAIMS  IN  FAVOR  OF  THE  DIRECTOR  GENERAL 

Under  the  terms  of  the  Federal  Control  Act  and  the  standard  con¬ 
tract  with  the  carriers,  the  Director  General  paid  2  percent  of  all 
Federal  income  taxes  assessed  against  the  carriers  under  his  control. 
Subsequently,  the  Board  of  Tax  Appeals  held  that  the  2  percent  paid 
by  him  should  not  have  been  assessed  against  either  the  carriers  or  the 
Director  General.  As  a  result  of  further  tax  adjustments  during  1937, 
there  was  received  $138,942.94  on  account  of  these  items.  Further 
claims  of  $1,140,504  are  still  pending  and  it  is  anticipated  that  sub¬ 
stantial  sums  will  be  received  when  such  cases  are  finally  adjusted  by 
the  Bureau  of  Internal  Revenue. 

All  unpaid  judgments  which  have  not  expired  by  reason  of  the 
statute  of  limitations,  and  other  claims  are  being  reviewed  from  time 
to  time  to  determine  whether  any  amounts  can  be  collected  thereon. 
Collections  from  this  source  during  1937  amounted  to  $568.01. 

Respectfully  submitted. 

Henry  Morgenthau,  Jr., 
Director  General  oj  Railroads. 
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